Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Text 

CONFIDENTIAL 

PAGE 01 BONN 21052 211109Z 
ACTION EUR- 12 

INFO OCT-01 EA-10 ISO-OO SP-02 USIA-06 AID-05 EB-08 
NSC-05 SS-15 STR-05 OMB-01 CEA-01 CIAE-00 COME-OO 
FRB-03 INR-07 NSAE-00 XMB-02 OPIC-03 LAB-04 
SIL-01 L-03 H-01 PA-01 PRS-01 /097 W 

114625 211321Z/43 

R211057Z DEC 77 
FM AMEMBASSY BONN 
TO SECSTATE WASHDC 4171 
DEPARTMENT TREASURY 
INFO AMEMBASSY LONDON 
AMEMBASSY PARIS 
AMEMBASSY ROME 
AMEMBASSY TOKYO 
AMEMBASSY BERN 

CONFIDENTIAL BONN 21052 

US OECD ALSO FOR EMBASSY 

DEPARTMENT PASS FEDERAL RESERVE BOARD 

E.O. 11652: GDS 
TAGS: EFIN, GW 

SUBJECT: SPECULATION AGAINST THE DOLLAR 

REF: LONDON 20403 

1 . WE HAVE DISCUSSED THE REPORT IN REFTEL WITH GERMAN 
FINANCE MINISTRY OFFICIALS WHO HAVE PROMISED TO LOOK 
FURTHER INTO IT. GERMAN OFFICIALS TELL US THAT WHEN 
RUMORS BEGAN TO CIRCULATE IN THE FOREIGN EXCHANGE MARKET 
SOME WEEKS AGO REGARDING DOLLAR/DM TRANSACTIONS ON 
FAR EASTERN MARKETS, THE BUNDESBANK LOOKED INTO IT AND 
FOUND THAT THERE HAVE BEEN SOME DAYS WHEN A SIGNIFICANT 
AMOUNT OF FUNDS MOVED IN HONG KONG, BUT THIS DID NOT 
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SEEM TO BE A REGULAR OCCURENCE AND HAS ABATED. WE 
REALIZE THAT THIS IN ITSELF DOES NOT REFUTE THE POINT 
MADE BY EMBASSY LONDON'S CONTACT WHICH WE UNDERSTAND 
TO BE THAT IT IS POSSIBLE TO INFLUENCE THE FRANKFURT 
OPENING RATE BY VERY SMALL DOLLAR SHORT SALES IN THE 
FAR EAST WITH THE PROFIT ON THE SHORT SALE BEING ONLY 
INCIDENTAL TO THE AIM OF DRIVING THE FRANKFURT OPENING 
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RATE DOWN FOR OTHER REASONS (SUCH AS, FOR EXAMPLE, A 
MUCH LARGER OPEN POSITION IN FRANKFURT). 

2. UNDER GERMAN BANKING REGULATIONS, FOREIGN BRANCHES 
ARE CONSIDERED AS PART OF THE HOME BANK FOR PURPOSES OF 
MAXIMUM RATIOS ALLOWED BETWEEN EQUITY CAPITAL AND OPEN 
FOREIGN EXCHANGE POSITIONS. FOREIGN SUBSIDIARIES, 

HOWEVER, ARE NOT CONSIDERED PART OF THE HOME BANK FOR 
THIS PURPOSE AND NOT SUBIECT TO REGULATION BY THE 
GERMAN AUTHORITIES. 

STOESSEL 
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